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Health Care System 
Transformation and Integration:  
A Call to Action for Public Health
Lindsay F. Wiley and Gene W. Matthews
Introduction
We are on the cusp of a total rewiring of the circuitry 
that connects public health departments, health 
care providers, third-party payers, and government 
programs. Experts have long argued for integration 
of public health and health care goals.1 Now, finan-
cial pressure to integrate is coming from both sides, 
creating unprecedented opportunities to serve pub-
lic health goals by integrating them into financing 
and delivery structures within the better-resourced 
health care sector. But there are also challenges. The 
population perspective, social justice commitment, 
and structural interventions that characterize pub-
lic health could easily be dismissed in favor of more 
individualistic strategies reliant on ineffective patient 
counseling and expensive technological solutions. In 
this unique moment, the health care sector is recep-
tive to the public health perspective. Public health 
leaders must be ready to answer the call.
The Drivers of Integration
On the health care side, the Affordable Care Act (ACA)2 
and the Medicare Access and Chip Reauthorization 
Act (MACRA)3 are accelerating a sweeping transfor-
mation of how health care is financed and delivered. 
In particular, new tax and reimbursement incentives 
are giving hospitals and other health care providers 
a financial stake in patient outcomes. These reforms 
enjoy bipartisan support and are likely to remain in 
place even if other provisions of the ACA are repealed.
New Internal Revenue Service (IRS) regulations4 
strengthen and clarify the obligations of nonprofit 
hospitals, which make up more than half of all hospi-
tals in the U.S., to invest in addressing their commu-
nities’ health needs as a condition of their tax-exempt 
status. There are two distinct requirements. First, 
nonprofit hospitals must conduct community health 
needs assessments (CHNAs) every three years.5 Sec-
ond, they must provide community benefits — pro-
grams and services to promote community health and 
access to health care — which they must report annu-
ally to the IRS using Form 990 Schedule H.6 
Nonprofit hospitals report more than $62 billion 
in annual community benefit spending. To date, how-
ever, the majority of community benefit spending is 
dedicated to downstream interventions: financial 
assistance to patients (charity care) and expenditures 
associated with Medicaid participation (for which 
reimbursements are often below cost).7 Community 
building activities — including physical improvements 
and housing, economic development, community sup-
port, environmental improvements, and leadership 
development and training for community members 
— are permitted, but the onus is on hospitals to jus-
tify the nexus between these activities and community 
health.8 In many instances, the mandated CHNA pro-
cess identifies community building needs, but the IRS 
has not directly linked the two requirements by asking 
hospitals to indicate how much of their community 
benefit spending addresses needs identified through 
the CHNA. 
In addition to new IRS requirements for nonprofit 
hospitals, virtually all providers are increasingly 
dependent on outcome-based payments. Because 
patient outcomes are heavily influenced by social-eco-
logical factors (such as social connectedness, stable 
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housing, and access to healthy food), tying payment to 
patient outcomes gives health care providers a greater 
stake in their communities. In response, hospitals and 
other providers are looking upstream within their 
patient catchment areas to anticipate and understand 
community needs and risks. 
Supported by MACRA, the federal Department of 
Health and Human Services (HHS) has committed 
to transitioning half of all Medicare payments from 
fee-for-service to quality- or value-based models — 
including bundled payments for episodes of care, 
shared savings for Accountable Care Organizations 
made up of hospitals and physician groups, and the 
Patient Centered Medical Home payment model for 
physicians — by the end of 2018. HHS aims to tie 90 
percent of all remaining fee-for-service payments to 
outcome-based incentives (add-ons or deductions to 
all Medicare payments a provider receives), such as 
the Hospital Value Based Purchasing Program, the 
Hospital Readmissions Reduction Program, and (for 
physicians) the Merit-based Incentive Payment Sys-
tem.10 Similar approaches are being adopted by state 
Medicaid programs and private insurers.
On the public health side, local health depart-
ments are tackling increasingly complex threats with 
shrinking resources. While health spending is pro-
jected to grow at an average of 6 percent per annum 
over the next decade, the percentage allocated to 
public health is projected to decrease to 2.4 percent 
— down by a quarter from its peak in 2002.11 Not 
surprisingly, job loss at local health departments 
continues unabated.12 
Opportunities Generated by This Moment of 
Transformation
There are many opportunities for health care sector 
incentives to move the needle on community health. 
Whether they do will depend on alignment with pub-
lic health priorities and engagement of public health 
leaders.
Activities addressing the social determinants of 
health currently represent a small proportion of com-
munity benefit spending, but that could change. The 
IRS has existing authority to require nonprofit hos-
pitals to link community benefit spending to the pri-
orities they have identified through CHNAs.13 Local 
health departments could also encourage hospitals 
to commit more of their community benefit dollars 
to upstream activities. Fortunately, new resources are 
available to help stakeholders tackle the social deter-
minants of health, including the CDC’s Community 
Health Improvement Navigator,15 guides from the 
Catholic Health Association,16 and a new web resource 
under development that will provide easy access to the 
community benefit financial information that hospi-
tals report to the IRS.
Health care providers’ efforts to improve patient out-
comes currently focus on individual behavior change, 
but they are beginning to take the next step toward 
community-level changes that facilitate healthy living. 
The patient-centered medical home, for example, is 
designed to coordinate care for chronic conditions and 
address barriers to patient adherence with provider-
recommended lifestyle changes. In some cases, coor-
dinators link patients to community resources such 
as subsidies for fresh produce and recreational facili-
ties. These efforts could be boosted by linking them to 
community resource networks fostered by local health 
departments.14
New outcome-based alternative payment structures 
could also evolve in ways that are more attuned to 
public health goals. Some payments are already tied to 
outcomes with direct public health significance, such 
as the percentage of eligible patients who are offered 
a seasonal flu vaccination and rates of preventable 
hospital-acquired infections.17 More payments could 
be tied to outcomes with population-level significance 
in coming years, particularly with respect to chronic 
disease prevention. 
Emerging initiatives illustrate the potential of inte-
gration. In North Carolina, for example, a large hospi-
tal system that is exempt from the IRS CHNA require-
ment decided on its own to undertake a community 
health improvement process. Public health experts 
assisted the hospital system — which serves patients 
in 10 different local jurisdictions across two states — 
by mapping hot spots where social determinants put 
health at risk and helping hospital administrators 
reach out to local health directors. In Pennsylvania, 
the Governor’s Office for Health Care Reform con-
vened the major third-party payers operating in the 
state to adopt incentives for statewide implementa-
tion of the patient-centered medical home model for 
managing diabetes. New York City’s Department of 
Health and Mental Hygiene uses its A1C Registry to 
aggregate data and connect patients and providers to 
community resources. 
Challenges Posed by the Integration of 
Public Health Goals into the Health Care 
Sector
Fruitful integration of public health and health care 
goals depends on how public health leaders respond 
to several challenges. 
After decades of health care industry dominance of 
the health policy agenda, the public health sector has 
come to undervalue itself. For several decades, high-
cost technological solutions and individualistic and 
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ineffective patient counseling pushed public health 
law and policy into dormancy.18 Local health depart-
ments became health care service providers of last 
resort. If those services are viewed as no longer needed 
in the wake of insurance coverage expansion, public 
health must make the case for its unique and vital role 
in health promotion and community development.
Providers and payers are on board with the pre-
vention focus of public health, but they do not share 
its population perspective.19 Rather, they are steeped 
in the process of improving health one patient at a 
time and controlling costs one insured individual at 
a time. When providers and payers talk about popula-
tions, they are talking about the patient populations 
assigned to them for a year. They have a lot of incentive 
to pick the cherries and drop the lemons. Public health 
authorities’ obligation is to the public as a whole over 
the full life course; they do not get to choose whom to 
serve and whom to steer clear of. To the contrary, pub-
lic health goals often require prioritizing the needs of 
people whose health, race, and socioeconomic status 
make them particularly vulnerable.
When providers and payers focus on prevention, 
they are still operating downstream20 — targeting indi-
viduals who are high risk because they have already 
developed markers of cardiovascular disease, for 
example. The whole notion of outcome-based payment 
puts a lot of faith in what providers can do to achieve 
good outcomes. This faith may be misplaced. Espe-
cially when it comes to non-communicable diseases 
associated with tobacco use, alcohol use, poor nutri-
tion, and physical inactivity, providers rely heavily on 
individual patient education. Similarly, payers offer the 
individuals they insure financial incentives to attend 
behavior change programs instead of advocating for 
environmental changes to workplaces and communi-
ties. This approach, which puts the onus on the indi-
vidual to adopt healthier behaviors without changing 
the context to facilitate those behaviors, is largely inef-
fective compared to the structural, social-ecological 
approaches endorsed by most public health experts. 
Although HHS and private insurers are mov-
ing toward outcome-based payment, older payment 
structures that reward technological solutions are still 
highly influential. Providers are conditioned to rely on 
the latest (often expensive) technology instead of work-
ing with patients and community members to achieve 
structural and social change to improve health. The 
predisposition of health care providers and payers is 
further fostered by deep cultural biases and the influ-
ence of industries harmful to the public’s health, both 
of which favor individualistic, downstream, behav-
ioral, and technological solutions to health risks.
Conclusion: A Call for Public Health 
Leadership and Dialogue
Health care providers and third-party payers have 
powerful incentives to reduce the costs of illness and 
injury; the question is how they will respond to those 
incentives. To date, the integration process has been 
driven primarily by the health care sector. What role 
should public health play? What strategies can public 
health leaders use to ensure that their unique perspec-
tive is heard by health care administrators? What skills 
do public health leaders require to engage in dialogue 
with the health care sector and how can public health 
education support those skills? Are there examples 
that can be drawn on to develop a set of best practices 
for engagement with the health care sector? What 
about the role of public health lawyers specifically? 
We raise these questions to start a dialogue within the 
public health community.
Integration of population health goals into the orga-
nization of health care delivery and financing cannot 
Integration of population health goals into the organization of health 
care delivery and financing cannot and should not be left to health care 
administrators alone. Social determinants of health, upstream prevention, 
and population health have only recently become watchwords in the health 
care sector; they have been the wheelhouse of public health experts for 
decades. Furthermore, local health departments have a powerful forum to 
connect with communities about the issues people care about. Few things 
are more politically potent than an enraged local health director with a good 
sound bite about how government failures are harming children and families.
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and should not be left to health care administrators 
alone. Social determinants of health, upstream pre-
vention, and population health have only recently 
become watchwords in the health care sector; they 
have been the wheelhouse of public health experts for 
decades. Furthermore, local health departments have 
a powerful forum to connect with communities about 
the issues people care about. Few things are more 
politically potent than an enraged local health director 
with a good sound bite about how government failures 
are harming children and families.
Public health lawyers are well positioned to play a 
role in integration. They have the expertise to guide 
health departments and hospitals as they seek to 
understand and implement evolving tax policy and 
payment incentive requirements. Lawyers are trained 
in the painstakingly rigorous analysis of language. 
They can identify and clearly define how terms like 
“population health,” “community health,” “prevent-
able,” and “social determinants” are being used and 
modified as they are integrated into tax and payment 
structures. They can assist with the legal aspects 
of creating new backbone organizations to support 
stakeholder collaborations without running afoul of 
complex antitrust and fraud and abuse regulations. 
More broadly, they are well suited to assist with policy 
development. The marriage of evidence and political 
savvy in the context of mutual self-interest makes for a 
robust conversation that cannot happen unless public 
health leaders bring their A game.
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